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1. A New Era in the New World 


For a brief but exciting ten days in the summer of 1940, the 
eyes of the world were focused on the city of Havana. Here— 
for the second time since the European war started—the For- 
eign Ministers of the American Republics were meeting in 
emergency consultation. 

It is in itself worthy of note that our attention should thus 
have been captured by a mere meeting of white-jacketed dip- 
lomats. For months we had been living under the shadow of 
mighty military events—the hum of German planes was still 
in our ears. The Battle of France had ended only five weeks 
earlier, the Battle of Britain was on. And yet—for a few days 
at least—our interest swerved from the cliffs of southern Eng- 
land to the sun-drenched sidewalks and squares of the Cuban 
capital. Dimly perhaps we realized that these were two sides 
of the same picture: that the discussions at Havana might in 
the long run have as much bearing on our national destiny as 
the verdict of arms in Europe. A new and significant era in 
Pan-American affairs—we felt—was being ushered in by the 
Foreign Ministers of the twenty-one republics. 

Actually, not all of the chief delegates present at Havana 
were Foreign Ministers. About half of the countries—particu- 
larly those in the southern part of South America—had found 
it impossible to spare the services of their Foreign Ministers 
at this critical time. So substitutes were appointed to replace 
them. On the whole, though, it was a distinguished lot, and 
if very few of the names of those present meant anything at 
all to the average North American reader, the fault was ours. 
This was one more proof of how little we know of our near- 
est neighbors. 

The squat little man—very old, very bald, very dignified—was 
Leopoldo Melo, chief Argentine delegate. An ex-Minister of 
the Interior, a diplomat of long standing and an international 
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lawyer of prominence, Melo had led the Argentine delegation 
at Panama, when the American Foreign Ministers met for the 
first time in special session. The big-boned, bushy-browed 
man who spoke English so well—and who was to address the 
final session in Portuguese—was Mauricio Nabuco, Secretary 
General of the Brazilian Foreign Office. His father had years 
earlier been a distinguished Ambassador to the United States, 
and before that a great orator in the cause of abolition. The 
Chilean delegation was led by quizzical-eyed Oscar Schnake, 
Socialist Cabinet Minister whose wife had once been Mayor of 
Chile’s capital, Santiago. And so on, through a long list of 
outstanding diplomats, lawyers, and writers. Of all those pres- 
ent, the one who stood out most, without wishing or planning 
to do so, was our own Secretary of State Cordell Hull, a tall, 
thin, unassuming figure in a blue coat, whose entrance into 
the Cuban Capitolio never failed to stir a ripple of applause. 

The Conference assembled on July 21, and adjourned on 
July 30. For ten days, delegates struggled with a vast mass 
of varied material bearing on almost every phase of Western 
Hemisphere relationships. Projects were presented by indi- 
vidual countries, and filtered through three committees: on 
Neutrality, Maintenance of Peace, and Economic Cooperation. 
The results were given to the world in the form of resolutions, 
declarations, and one convention (or treaty). 


THE GROUND THIS BOOK WILL COVER 


Obviously, a conference such as this could serve only a lim- 
ited purpose. In barely ten days, delegates from twenty-one 
separate countries can do little more than take each other’s 
measure, agree on a few major points, and mark out the way 
for future action. A final verdict on the accomplishments of 
the Havana meeting must be left to history. 

Nevertheless, so many vital matters were treated of at 


Havana that there is perhaps no better jumping-off point for a 
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discussion of the problems with which practical statesmanship 
in this Hemisphere must contend today. To a certain extent, 
therefore, this book is built around the Conference. Naturally 
we shall reach back a little to supply the background, particu- 
larly the immediate background, for the decisions reached at 
Havana. And of course we shall include in this discussion 
some mention of certain important developments which have 
taken place since the Conference adjourned. 

First, then, let us go back and explore the immediate back- 
ground to the Havana Conference. What has happened in the 
last few years—and particularly since the outbreak of the pres- 
ent war—that has so vitally altered the Pan-American picture? 


ll. The Challenge 


There is no need for us to review here the whole long history 
of the Pan-American movement. This has been done many 
times, and such details as are essential to our prestnt story 
will be found scattered here and there throughout this book.* 


EARLY PAN-AMERICANISM 

The important thing to keep in mind is that our story has 
entered a completely new phase in the last few years. Before 
then, our primary Pan-American interest, on the political side, 
was maintaining peace within the Western Hemisphere, rather 
than guarding against danger from abroad. We were con- 
cerned chiefly with keeping the American republics from quar- 
reling among themselves, settling such quarrels as did arise. 
Remember that as late as 1932-35, two of the South American 
countries (the two landlocked ones, Bolivia and Paraguay) 
were fighting each other over the Northern Chaco. 


*The general background of Latin American history is briefly out- 
lined in an earlier book in this series, The Good Neighbors, The Story of 
the Two Americas, by Delia Goetz and Varian Fry. 
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The New World had not worried much over a possible 
attack from Europe. It is true that in 1866 Spain had waged 
a brief war with four of her former colonies, Peru, Chile, 
Ecuador, and Bolivia. Moreover, there had been the “Emperor 
Maximilian” interlude in Mexico, when the Mexican conserva- 
tives who set up an Austrian archduke as Emperor were sup- 
ported by a French army of occupation (1864-67). By the 
coming of the twentieth century, however, these memories 
had faded. Great Britain was mistress of the seas and—already 
sated with land—had no territorial ambitions in Latin America. 

Many Latin Americans were, in fact, less worried about a 
possible attack from Europe than about the chances of aggres- 
sive action from the north. The record of the United States 
was not reassuring. As the sequel to our war with Mexico 
(1846-48), we had taken over a huge slice of former Mexican 
territory. In 1903 we had backed a revolt on the Isthmus of 
Panama, which resulted in detaching an important area from 
the Republic of Colombia and setting it up as an independent 
state. As late as the 1920’s, we were actively intervening in 
the affairs of our Caribbean neighbors. Our marines were in 
Haiti, we had control of Dominican Republic finances, we 
were supervising elections in Nicaragua. All this was done, 
of course, in the interests of “orderly government,” and to 
prevent violence and bloodshed. This did not keep Latin 
America from distrusting our motives or resenting our attitude 
of superiority. 

ENTER THE GOOD NEIGHBOR—EXIT THE LEAGUE 
Then, during the decade of the 1930's, a gradual change 
occurred. Two new factors now appeared. In the first place, 
the United States abandoned its interventionist policy. No 
matter how grave the provocation, or how lofty our motives, 
the policy—we discovered—won us more enemies than friends 
in Latin America. Once we started interfering, we were led 


from one step to the next. Often we ended by antagonizing 
not only the harmful elements in the neighboring countries— 
the elements which we were combating—but also the con- 
structive leaders whose cooperation we should have been glad 
to have. During the Hoover presidency, we started getting 
ourselves out of an uncomfortable position. This new course 
of action was carried forward by the Roosevelt administra- 
tion. It was at this time that the phrase “Good Neighbor Pol- 
icy” was coined. In his First Inaugural Address, President 
Roosevelt defined the Good Neighbor as one who “resolutely 
respects himself, and, because he does so, respects the rights 
of others.” 

The other factor which helped to change the picture during 
the thirties was the gradual collapse of collective security in 
the rest of the world. The Geneva system, in which most of 
the Latin American countries had enthusiastically enrolled 
themselves, was going to pieces. Japanese aggression in Man- 
churia began the cracking-up process. A series of aggressive 
acts by restless and ambitious Asiatic and European powers 
followed. In all that was happening, Latin Americans had a 
very direct interest. All of them in terms of modern warfare 
were “weak states.” They were seeing with their own eyes 
what happened to “weak states.” When Ethiopia, Austria, 
Czechoslovakia, and Albania went under, there was no need 
to draw the moral. Was an eventual European attack on South 
America itself so unlikely? The most terrifying of all the 
European dictators—Adolf Hitler—is said to have told his 
former colleague, Rauschning, of his plans to conquer Brazil 
and become master of its vast resources. Throughout Latin 
America, natural resources were present in tempting abundance, 


THE FORCES OF DIVISION IN THE AMERICAS 
Now for the first time a genuine basis for a solid Pan-Ameri- 
can front came into existence. Hitherto, Pan-Americanism had 
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been slow uphill work. The things that differentiate our 
twenty-one countries have always been so much more marked 
than any real or fancied similarity. The Latin American lands 
are quite different one from another, as anyone knows who has 
spent any time there. For one thing, the racial mixture varies 
from one country to the next. Some Latin American peoples 
are almost entirely white, some are mostly Indian, some (Brazil, 
for example) have whites, Indians, and Negroes all mixed 
together. As between Latin America on the one hand, and 
Anglo-Saxon America on the other, the points of dissimilarity 
are, of course, even greater. Here the obvious differences in 
historical background, national culture, language, and predom- 
inant religion have created fundamentally differing mentalities. 
Nor has the political development of our various countries 
_ been the same. It is true that all of us, except Panama, gained 
our national independence by shaking off the control of a 
European power. And though Brazil was an empire till 1889, 
it is true that all of us eventually adopted the republican form 
of government. Here the resemblance ends. When we talk of 
“democracy” throughout the Americas, as we frequently do, 
_ we are talking of an ultimate ideal rather than a present con- 
_ dition, Even in the United States, local and municipal politics 
_do not always adhere to a genuine democratic pattern. How 
| then can we expect to find a pure democratic spirit in lands 
_ which are from half a century to a century behind us in eco- 
/nomic development? Especially is this true of those lands 
| which have traditionally been governed by a small white clique 
dominating a vast mass of illiterate Indians. 

It would be dangerous, and perhaps misleading, to try to 
fit all the Latin American countries into neat little pigeon- 
holes. A few of the countries—where conditions are particu- 
larly favorable—have gone a considerable way in the direction 
of true democracy. In certain other countries, however, the 
term “democracy” is simply meaningless. 
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BUT WE ALL CHERISH INDEPENDENCE 

We are on treacherous ground, therefore, when we place too 
much reliance on what we would like to think of as our com- 
mon political ideals. Fortunately, however, if we are a little 
vague about the expression “democracy” we all understand 
the word “independence.” All of the American republics ‘ are 
tremendously jealous of their political liberty of action. Pan- 
| Americanism has become a reality in the last few years simply 
because the one thing that we unquestionably have in com- 
mon—a desire to retain our independence—now seems so much 
more important than any or all of the things that divide us. 

When war broke out in September 1939, we were not com- 
pletely unprepared to act jointly. Conferences at Montevideo 
in 1933 and Buenos Aires in 1936 had paved the way for 
more active cooperation and, at the Eighth Pan-American 
Conference, held at Lima, Peru, in 1938, the American Repub- 
lics had formally agreed to consult together if their security 
appeared to be in danger. Accordingly, soon after the outbreak 
of war a meeting of the Foreign Ministers of the twenty-one 
republics was summoned, The Ministers—or their representa- 
tives—met in Panama, from September 23 to October 3, 1939. 
With this meeting, a new chapter in Pan-Americanism begins. 


WE JOINTLY DECLARE OUR NEUTRALITY 

First of all, the Foreign Ministers drew up a Declaration of 
Neutrality. Then—because there are many interpretations of 
what neutrality means—they decided to set up a permanent 
Neutrality Committee. This committee was to consist of seven 
well-known international lawyers, and would remain in ses- 
sion, in Rio de Janeiro, Brazil, as long as the war lasted. Its 
job would be to make recommendations to the individual 
American countries, and to try to bring their policies—as far 
as neutrality was concerned—into some sort of agreement. 

With one or two interruptions, the committee remained in 
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continuous session in Rio from January 1940 on. It tackled 
such problems as “auxiliary vessels” (ships which are not 
exactly war vessels but which give aid to the fighting ships), 
the treatment of submarines, internment, and interference by 
the warring powers with neutral mail. In somewhat gingerly 
fashion, it also studied the problem of the “neutrality zone.” 

The neutrality zone, or safety belt, was created when the 
delegates to the Panama Conference marked off a zone around 
their shores, averaging 300 miles in width. In this area the 
belligerent powers were to commit no warlike acts. But 
according to traditional international law, the so-called terri- 
torial waters of a country extend for only three miles out 
from shore. And critics of the zone maintained that no such 
important alteration in international law could be introduced 
by one group of countries acting alone. Furthermore, they 
said, the impossibility of patrolling so wide an area was self- 
evident. 

The critics turned out to be right. For none of the bellig- 
erent powers agreed to recognize the zone. Though it had 
been intended principally as a defense against German com- 
merce-raiders, the chief offenders were the British. Following 
the famous Graf Spee action off the Uruguayan coast in 
December 1939, complaints were addressed both to Germany 
and to Great Britain. Subsequently, however, several German 
vessels were scuttled by their crews when attacked by British 
ships within the zone. On two occasions, the American repub- 
lics formally protested to London. 


“NEUTRAL AGAINST WHOM?” 
The great majority of Latin Americans reacted to this war 
much as the majority of North Americans did. They 
hoped to be able to stay out, and they were eager to safeguard 
their “neutrality.” At the same time, they were overwhelm- 
ingly pro-Ally in their sentiments. This dualism explains many 


apparent inconsistencies in inter-American and Pan-American 
politics. In the case of the neutrality zone, most statesmen, 
both North American and Latin American, began to lose inter- 
est as soon as it appeared that the British would be the chief 
losers if the zone were really enforced. The Neutrality Com- 
mittee at Rio was given authority early in 1940 to devise a plan 
for “implementing” the zone, in other words for applying 
some form of pressure in order to make European nations 
respect it. By the time that the Neutrality Committee had 
worked out a scheme (the gist of which was the denial of cer- 
tain port facilities to offending vessels), no one was much 
interested in carrying it out. At the Havana Conference, the 
matter of enforcing the safety zone was referred back to the 
Rio Committee, along with a suggestion that the committee 
draw up a convention covering all the various aspects of neu- 
trality. This amounted to shelving the issue—at least for the 
time being. 


ECONOMIC COOPERATION 

Before we leave the subject of the Panama Conference, we 
should take note of one more important accomplishment of 
the Foreign Ministers at that time. They decided to form a 

to be called the Inter-American Financial and Economic 
Advisory Committee, to sit in Washington for the duration 
of the war. Unlike the seven-man Neutrality Committee, the 
Financial Committee was to include one representative of each 
American republic. This group convened in mid-November 
1939. Its job was to recommend measures for meeting the spe- 
cial economic problems caused by the war. In addition to 
studying such matters as shipping problems and freight 
charges, the Committee drew up the convention and by-laws 
of a Pan-American Bank, and launched the Inter-American 
Development Commission. We shall return to both of these 


organizations in Chapter V. 
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THREE WAYS OF LOOKING AT THE WAR 

In general, we can classify Latin American reactions to the 
war, chronologically, in three stages. The first stage was 
marked by a general feeling that Hitler had “asked for it,” 
that the Allies would win out eventually, and that meanwhile 
the raw-material-producing countries of Latin America would 
enjoy an economic boom as they had in the First World War. 
This comfortable conviction gave way, in the second stage, 
to a feeling that the war had reached a stalemate, and was 
perhaps a “phony.” Meanwhile came a bitter realization that 
the economic picture was quite unlike that of 1914, and that 
the loss of the German market was too serious to be made up 
for by gains in other regions. The third stage was characterized 
by a growing fear (as German armies swept through Europe 
in the spring of 1940) that the Germans were about to become 
the masters of Europe, and were perhaps aiming at world 
domination. Economically, the situation became even blacker 
than before as the markets of the countries newly occupied 
by Germany —Denmark, Norway, Holland, Belgium and 
nearly half of France—were shut off from Latin American 
trade. 

This tremendous upheaval in the international situation 
brought with it a host of new problems. Of these, the states- 
men of the New World were grimly aware. It was high time— 
most of them felt—that a new consultation of the American 
Foreign Ministers should take place. At Panama they had 
resolved to meet again. They had even agreed upon a time 
(October 1940) and a site (Havana). October, however, 
seemed a long way off, and delay might be fatal. The meeting 
was therefore put forward several months and the opening 
session was finally scheduled for July 21. 
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lll. Europe’s Possessions in the Americas 


The problem which caused most discussion at Havana, which 
brought tempers nearest to the breaking point, and which 
occupied most of the world’s attention, has to do with the 
possessions of European countries in the Western Hemisphere. 
Four nations of Europe—Great Britain, France, Holland, and 
Denmark—own such territory in the New World. 

Canada does not properly enter into our discussion at this 
point. Our northern neighbor is not a European “possession,” 
but a self-governing unit of the British Commonwealth. Canada 
is an enormously important factor, however, in any considera- 
tion of Hemisphere problems. This has been made clear by 
certain developments which followed close on the heels of the 
Havana Conference, At the end of this chapter, we shall have 
something to say about Canada’s place in the picture. 


BRITISH POSSESSIONS IN THE WESTERN HEMISPHERE 
For the moment, however, let us turn to British colonies and 
possessions. Great Britain has more of these in this Hemisphere 
than any other European power. They are strung out along 
the eastern coasts of the Americas from one extreme to the 
other (see map, page 17). Going from north to south we 
find Newfoundland and Labrador, Bermuda (on a parallel 
with Charleston, South Carolina), the Bahamas (extending to 
within 60 miles of the Florida coast), Jamaica, the Leeward 
and Windward Islands, Barbados, Trinidad (which almost 
touches Venezuela), and the Falkland Islands (in the South 
Atlantic, about 300 miles east of the Straits of Magellan). 
Great Britain, France, and Holland all own a slice of the 
Guianas (on the South American mainland north of Brazil) 
and Great Britain has one possession in Central America, Brit- 
ish Honduras, or Belize. 
15 
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The Falkland Islands and British Honduras fall in a special 
class. The Falklands (known in Spanish as the Islas Malvinas) 
are claimed by Argentina, though Great Britain has occupied 
the group since 1833. In similar fashion Guatemala asserts a 
claim to British Honduras. The other American nations seem 
quite content to let Argentina and Guatemala solve their 
respective problems in their own way. The settlement reached 

at Havana vores a specific exception for regions which are 
in dispute between an American nation and a non-American 
nation. 


FRENCH, DUTCH AND DANISH POSSESSIONS 

As for the French possessions, France owns St. Pierre and 
Miquelon (two small groups of fishing islands south of New- 
foundland), Guadeloupe and Martinique (in the Lesser 
Antilles, southeast of Puerto Rico), and tiny little Clipperton 
Island, in the Pacific off the Mexican coast. The Dutch own 
three islands north of Venezuela. Two of these—Aruba and 
Curagao—are enormously important because of their oil refin- 
eries, to which most of Venezuela’s crude oil is sent. Finally, 
Greenland belongs to Denmark. 

Economically, most of these possessions are questionable 
assets. It is true that some of them have important natural 
resources. Dutch and British Guiana, for example, supply large 
quantities of bauxite, used in aluminum manufacture, and all 
the Guianas have vast unexplored timber reserves. Scientific 
agriculture, moreover, might yield excellent long-term results 
in many of these lands. Usually, however, most of them are 
regarded, from the strictly economic point of view, as “white 
elephants.” Their importance is strategic. 

THEIR STRATEGIC IMPORTANCE TO THE U.S. 
A glance at the map opposite will show why this is the case. 
As long as the United States has a “one-ocean navy,” our safety 
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will depend to a large extent on our ability to move that navy 
rapidly from. the Pacific to the Atlantic, or vice versa. This 
in turn requires unhampered use of the Panama Canal. Many 
of Europe’s possessions in the New World are dangerously 
near that Canal. For example, British-owned Jamaica is 594 
miles away, Dutch-owned Aruba only 627. Moreover, the 
northernmost European possessions in the Hemisphere lie on 
the direct “Great Circle” route between Europe and the North 
American continent. 

As long as these European possessions were controlled by 

nations friendly to us, there was no need for anxiety on our 

Neither Holland nor Denmark ranks as a Great Power. 
We have been on excellent terms, in recent years, with both 
France and Great Britain. During the First World War, it is 
true, fear that Denmark might come under German domina- 
tion led us to purchase the Virgin Islands, a Danish possession 
close to Puerto Rico. But later events lulled that fear. 

The military events of May and June 1940, however, gave 
new cause for alarm. The possibility loomed up that all four 
of the European countries owning territory in this Hemisphere 
might succumb to Germany—a nation whom we regarded as 
a possible menace to our safety. Fortunately for us, the Ger- 
mans did not have the seapower to extend their control of 
Denmark to Danish-owned Greenland. With the invasion of 
the Low Countries, however, the danger arose of sabotage to 
the oil refineries in the Dutch West Indies. At the request of 
the Netherlands government (which nominally still exists) 
and with the acquiescence of our State Department, the Brit- 
ish and French landed troops in Aruba and Curagao, to back 
_ up the local Dutch officials. Since in the past the United States 
has opposed occupation as well as transfer of American terri- 
_ tory by non-American powers, it may be that in accepting the 

British and French action our government set a dangerous 
precedent. 
18 
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NEW THREATS TO OUR SECURITY 
In the eyes of American statesmen two very definite dangers 
had been created as a result of the rapid developments in 
Europe. Germany might demand outright control of the 
American colonies belonging to the European countries whose 
territory she had overrun. If such a demand were postponed 
until a German conquest of England, the matter would be 
serious indeed, particularly if Germany managed to get the 
British fleet. The second possibility was no less alarming. Ger- 
many might permit the defeated European powers to retain 
their American colonies. She herself, however, might indi- 
rectly control them, by giving orders to puppet governments 
in the various capitals. 

Obviously, the United States could not remain indifferent 
to either direct or indirect control by Germany of possessions 
in this Hemisphere. The Monroe Doctrine still governed the 
general lines of our policy. In his annual message to Congress, 
on December 2, 1823, President Monroe had declared that the 
United States had no intention of interfering in European con- 
flicts of purely local interest, and that she did not intend to 
interfere with existing European colonies and dependencies 
in the New World. On the other hand, the United States 
would not permit any European interference with independent 
governments in this Hemisphere. Moreover, the United States 
would regard any attempt to extend the “European system” 
to any fart of the Western Hemisphere as renee to Ameri- 
can peace and safety. 

To eliminate any doubt as to the attitude of our govern- 
ment regarding possible twentieth-century territorial transfers 
in this Hemisphere, both the executive and legislative branches 
clearly stated their position. On June 18, the day after the 
French Army collapsed, the State Department addressed a note 
to Germany and Italy, copies of which were sent to France, 
Great Britain, and the Netherlands. This note declared that 
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“the United States would not recognize any transfer, and 
would not acquiesce in any attempt to transfer, any geographic 
region of the Western Hemisphere from one non-American 
power to another non-American power.” Both Houses of Con- 
gress adopted resolutions in the same sense. 

In other words, the position of the United States in this 
matter was clear long before the Havana Conference. Had we 
been desirous of playing a lone hand, we could have gone 
ahead in perfect confidence that our policy was historically 
consistent, and that it was backed by the majority of our peo- 
ple. Such one-sided action, however, would scarcely have har- 
monized with the Pan-American policy which Secretary Hull 
has so carefully fostered in recent years, This policy calls for 
consultation of ali the American nations whenever an impor- 
tant issue arises affecting their common welfare. The principle 
behind this Pan-American policy is perfectly sound: in the 
long run, the minor delays and minor compromises caused by 
such a procedure are much less important than the great advan- 
tage of having twenty friends for neighbors rather than twenty 
enemies. 


“CONTINENTALIZING” THE MONROE DOCTRINE 

As a matter of fact, Latin American interests in this affair 
seemed to be nearly identical with our own. When it comes 
to actually defending the independence of our various repub- 
lics, the United States is in a far better position to do the job 
than all the Latin American republics put together. It is very 
much to the advantage of Latin America, therefore, that the 
system of defense which the United States has built up and is 
building up should be as strong as possible, Furthermore, if 
one of Europe’s aggressive dictatorships should gain an outpost 
are located in the Caribbean, or border the Caribbean, would 
be exposed to immediate danger. 
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Inasmuch, therefore, a common Pan-American front , 
seemed preferable to “lone wolf” tactics, and inasmuch as the 
interests of all the American republics seemed largely the same, 
why not summon a conference of responsible leaders to agree 
on some sort of joint action? For many Latin Americans, the 
Monroe Doctrine has unpleasant associations. They 
larly resent the so-called Theodore Roosevelt corollary of the 
Doctrine. For by that corollary, on the ground that only thus 
could we keep Europe from interfering, the United States 
has justified occasional intervention in Latin American affairs. 
Since the Doctrine itself was none too popular with Latin 
Americans, why not supplement it with a common statement 
of policy to which all the American nations would agree? Or, 
as some people put it, why not “continentalize” the Monroe 
Doctrine? Essentially this was what was done at Havana. 

The statesmen who met in the Cuban capital in mid-July 
knew perfectly well how serious the situation was. It was not 
so easy, however, to find the right solution. Suppose, for exam- 
ple, that some sort of territorial transfer should be attempted, 
and suppose that the American republics decided to take over 
the territories involved. Would they be given their inde- 
pendence? Would they be annexed by one of the American 
republics? Or would they be put under a sort of joint control 
of all the American republics? 

The settlement finally reached at Havana was based on the 
last of these three alternatives—a joint administration. The 
actual terms of the settlement represented a compromise 
between points of view put forward by the United States, 
Brazil, Cuba and Argentina. The American, Brazilian and 
Cuban positions were not difficult to reconcile. It was the 
Argentine attitude that almost proved a stumbling block. 
Argentina maintained, in the first place, that the populations 
of the areas concerned should be consulted before their des- 
tiny was decided for them. Argentina also argued that no cut- 
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and-dried arrangement should be made at Havana. Further 
consultation could take place when an emergency actually 
occurred. Why cross one’s bridges till one came to them? 


ARGENTINA—A MINORITY OF ONE 

In passing, we might say a word here about Argentina’s atti- 
tude in Pan-American conferences. At most Pan-American 
meetings in recent years, newspapermen have played up 
Argentina’s apparent unwillingness to cooperate, and her ten- 
dency to adopt a position opposed to that of the United States. 
This is neither entirely accurate nor fair to Argentina. Argen- 
tina has always been more closely tied to Europe, perhaps, 
than has any other American state. The great bulk of her trade 
has traditionally been with Great Britain; intellectually she 
has drawn on France. She is distant from the United States, 
both geographically and culturally. Moreover, Argentina is 
proud of her position as the most advanced of the Latin Ameri- 
can countries, and considers herself their natural leader. Such 
being the case, Argentina has tended to maintain an inde- 
pendent attitude at Pan-American gatherings—not necessarily 
disagreeing with us in principle, but not necessarily following 
our lead. At all the conferences which he has attended, Sec- 

Hull has made a particular effort to bridge the gap 
between the Argentine point of view and that held by the 
United States. 

Actually, Argentina’s position at Havana was not by any 
means illogical. She had little interest in the Caribbean islands. 
She was interested in the Falklands, but that was a special mat- 
ter, which was not up for discussion. Argentina pointed out 
that an attempt to take over the Caribbean colonies might, if 
resisted, amount to an act of war. Were the American repub- 
lics willing to face this possibility? Furthermore, if an angry 
European power should attempt reprisals, who would guaran- 
tee Argentina’s defense? Distant as she is from United States 
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shores, Argentina is not certain that the United States either 
could or would defend her. 

At Havana, the Argentine delegate, Leopoldo Melo, found 
himself in a minority of one in his opposition to any positive 
action on the problem of European possessions. For a while 
it looked as though the Conference would either come to a 
stalemate or end in an open break. Very sensibly, Argentina at 
length agreed to modify her position. In return, certain con- 
cessions were made to the Argentine point of view. For one 
thing, it was decided to use the phrase “provisional administra- 
tion” in referring to any trusteeship or mandate that should 
be set up. Thus it was clearly indicated that any change in the 
status quo would be only temporary. If the American repub- 
lics found it necessary to take over any territories in the New 
World, they would do so only for the duration of the emer- 
gency. After the crisis passed, these territories would either 
be organized as self-governing states, or returned to their 
original owners, on condition, however, that this would not 
endanger our common safety. 


THE HAVANA CONVENTION 

The terms of the settlement agreed upon at Havana are con- 
tained in two documents, a Convention (which, being a treaty, 
requires ratification by the various countries) and a declara- 
tion known as the Act of Havana. The Convention provides 
for a permanent Inter-American Commission on Territorial 
Administration. Each of the twenty-one American republics 
is entitled to a representative. The Commission will be con- 
sidered as constituted, however, as soon as two-thirds of the 
republics (in other words, fourteen countries) have ratified the 
Convention and appointed a delegate. 

According to the Convention, “If a non-American State shall 
directly or indirectly (italics ours) attempt to replace another 
non-American State in the sovereignty or control which it 
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exercised over any territory located in America, thus threaten- 
ing the peace of the continent, such territory shall automati- 
cally come under the provisions of this convention and shall 
be submitted to a provisional administrative regime.” The Com- 
mission decides what sort of a regime shall be set up—in other 
words, whether one, or more than one, American republic shall 
be placed in charge. 
THE ACT OF HAVANA 

The statesmen at Havana were eager to anticipate every pos- 
sible occurrence. By experience, they knew how difficult it 
is to secure ratification for treaties and conventions drawn up 
at Pan-American gatherings. Suppose fourteen countries would 
not ratify the Convention. Or suppose that ratification dragged 
out so long that something drastic happened before the Com- 
mission had been set up. The Act of Havana, which created an 
emergency committee, was designed to meet just such a case, 
Like the permanent Commission, this group was to consist of 
one representative from each country, and these representatives 
were to be chosen at once. Once the permanent board had been 
organized, the emergency body would hand over its powers. 

But the action taken at Havana goes even one step beyond 
this. A crisis might possibly occur before two-thirds of the 
countries had appointed their representatives on the emergency 
committee. Moreover, the nature of this crisis might be such 
that no large group could act with sufficient speed. In the 
words of the Act, “Should the need for emergency action be 
so urgent that action by the Committee cannot be awaited, 
any of the American republics, individually or jointly with 
_ others, shall have the right to act in the manner which its own 
defense or that of the continent requires.” The only condition 
is this: that the country so acting must be ready to justify its 
action before the Commission. In practice, of course, no coun- 
try would behave in this fashion unless it were strong enough 
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to face possible reprisals from the European countries involved. 

The road, however, was left open. If the United States 
should feel its own safety threatened, or the safety of the 
Hemisphere endangered, she could take over any of the Carib- 
bean colonies tomorrow. Or Brazil, if she wished, could send 
her army into the Guianas. 


THE U. S. LEASES BASES FROM BRITAIN 

After the adjournment of the Havana Conference on July 30, 
several important things happened which bear closely on the 
matter we have just been discussing. On September 3, Presi- 
dent Roosevelt announced that the United States government 
had secured ninety-nine-year leases for naval and air bases on 
eight British possessions (map, p. 17). Our new defense line 
will thus extend 4,500 miles, from Newfoundland in the north 
to British Guiana in the south. Other bases will be located in 
Bermuda, the Bahamas, Jamaica, Antigua (in the Leeward 
Islands), St. Lucia (in the Windward Islands), and Trinidad. 
According to the President’s announcement, facilities in New- 
foundland and Bermuda were an outright gift from the Brit- 
ish; the other bases were acquired in exchange for fifty over- 
age United States destroyers. 

The possession of bases on Antigua, St. Lucia and Trinidad 
will complete our control of the Caribbean. Even before the 
deal was concluded, we dominated the northern and central 
entrances to this sea, thanks to bases in Florida, Cuba and 
Puerto Rico. But between Puerto Rico and Trinidad—at the 
southeastern corner of the Caribbean, in other words—there 
was a dangerous gap of some 700 miles. This gap will now be 
plugged. 

This transaction did not, of course, fall within the terms of 
the Havana agreements, for no actual transfer of sovereignty 
was involved. Nevertheless, it greatly increased the ability of 
the United States to defend itself and defend the Hemisphere. 
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It will make our job in taking over European possessions in the 
New World much easier, should we ever have to do so. 
THE CANADIAN-AMERICAN DEFENSE BOARD 

Of great importance also was the agreement which was reached 
with Canada on August 17. The United States and Canada 
established a permanent Joint Board on Defense. This action 
has a significant bearing on our Pan-American policy: first, 
because the Joint Board might possibly serve as a model for 
other two-party boards through which the United States and 
Latin American countries might cooperate; secondly, because 
it raises the possibility of closer Canadian cooperation with the 
Pan-American group. 

Canada occupies a curious dual position. Geographically, 
she is an important segment of the Western Hemisphere. 
Politically, she is a member of the British Commonwealth of 
Nations. As a result of her political ties with Europe, the 
Dominion is not an official member of the Pan-American fam- 
ily of nations. She is not a member of the Pan American Union, 
and does not have delegates at the Pan-American conferences. 
Unofficially, however, she has had observers present at these 
meetings. There is a small but important group in Canada 
which would like to see a strengthening of the Dominion’s ties 
with the rest of the continent, even at the expense of the British 
connection. As long as Great Britain is engaged in a life-and- 
death struggle with Germany, Canada is not likely to shirk her 
responsibilities to the Empire. If the British Isles succumb, 
however, Canada may well find comfort in a new Pan-Ameri- 
can orientation. Even in the event of a British victory, she may 
find Pan-Americanism a logical course to pursue in the post- 
war years. 


ITS EFFECT ON OUR LATIN AMERICAN RELATIONS 
Announcement of the defense arrangement between the 
United States and Canada, and of the deal with Great Britain 
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for exchanging destroyers and bases, stirred conflicting emo- 
tions in Latin America. Most Latin American commentators 
agreed that the United States would now be in a better posi- 
tion to undertake both its own defense and that of the Hemi- 
sphere. There was a tendency, however, particularly in the 
Argentine press, to inquire whether the United States was not 
being brought perilously near to actual belligerency by these 
bold moves. Moreover, some of the Latin American countries 
may have resented the fact that we proceeded so soon after the 
Havana Conference to act on our own initiative. If so, they 
must have been mollified by Secretary Hull’s announcement 
on September 7 that the Latin American states were free to use 
the newly acquired bases “on the fullest cooperative basis.” 


IV. Arming against the Fifth Column 


Another problem which aroused much discussion at Havana 
was that of Fifth Column activities in the Americas. 

The term “Fifth Column” is a picturesque expression which 
was originally applied to the Franco sympathizers in besieged 
Madrid during the Spanish Civil War. It may perhaps have 
outlived its usefulness. Some wit recently said that it was a 
term applied to any one with whom the speaker happened to 
disagree on the issues of the day. Nevertheless, there has been 
so much talk of Fifth Column activities in Latin America that 
we shall use the word ourselves, for the sake of convenience. 

When people speak of the Fifth Column in Latin America 
they are thinking chiefly of pro-Nazi sympathizers. This is 
quite natural: Nazi Germany is today regarded as the great 
menace to our liberty and our lives. As a matter of fact— 
although professional alarmists have added considerable mis- 
information to the picture—there are enough factors working 
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in Germany’s favor in the lands of our southern neighbors 
to give us some real grounds for uneasiness. 


THE GERMANS IN LATIN AMERICA 

Estimates on the size of the German population in the various 
Latin American countries are deceptive. Very rarely is an 
attenpt made to distinguish between those Germans whose 
families have lived in Latin America for several generations, 
and those who were born in Germany. The latter are, of 
course, much more apt subjects for Nazi propaganda than 
the former. 

It is true nevertheless that very large groups of people of 
German blood are concentrated in certain areas. The outstand- 
ing case is, of course, that of Southern Brazil. In the three 
southernmost states of the huge sprawling Brazilian republic, 
there are from half a million to a million German settlers. 
Some of these families have lived in the country since the 
middle of the last century. They have played almost no role 
in national politics. Moreover, except for a few isolated cases, 
no great pro-German movement, on mass lines, developed in 
Southern Brazil during the First World War. This does not 
mean, however, that the Germans of South Brazil can be 
ignored as a possible source of danger during the Second 
World War. Conditions are vastly different today, and the 
German threat is today much more immediate and much more 
real than it was in 1917. 

From the Latin American point of view, it is unfortunate 
that the German settlers in Brazil have never become cul- 
turally assimilated. In our own Middle West, the German 
colonists found a type of civilization not unlike their own. 
They intermarried with people of other racial stock, and 
became good Americans. But the Germans who migrated to 
Southern Brazil found a population, largely of mixed blood, 
which they considered inferior to themselves. The Germans 
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therefore clung to their own culture, retained their own 
language, built their own schools and held themselves aloof 
from their neighbors. 

Recently, Brazilians have come to realize the danger which 
this situation represents. A couple of years ago a campaign 
against the German-language schools was launched. This, in 
turn, however, created resentment among the Brazilian Ger- 
mans, and added to their feeling of racial unity. Today— 
despite the fact that the best regiments from Northern Brazil 
are quartered in the south, and that conditions are outwardly 
calm—it would be wrong to say that there is no . 
Although the German settlers have no actual military organi- 
zation, they are organized into many other groups—singing 
societies, shooting clubs, gymnastic leagues, and so on—which 
might provide the basis for collective action. They are being 
constantly worked on, moreover, by Nazi agitators fresh from 
Berlin. 

Nowhere else in Latin America are there solid blocks of 
German colonists which compare, in size, with the community 
in Southern Brazil. There are, however, areas where Germans, 
or people of German descent, are relatively numerous. Ger- 
mans are dominant, for example, in certain sections of southern 
Chile. They also form a large group in parts of northeastern 
Argentina, particularly in those areas that border on Southern 
Brazil. In many countries they play an important role eco- 
nomically. In northern Guatemala, for example, many of the 
big coffee fincas (or plantations) are owned by Germans. 

Beside the permanent German settlers, and the German 
businessmen who come to stay for years at a stretch, there are 
the large German diplomatic establishments to reckon with. 
This is one of the things that have caused most alarm to states- 
men of the American republics: why should these German 
_ legations and embassies in Latin America have staffs that are 
out of all proportion to the amount of diplomatic business 
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done? The answer is, of course, that these diplomatic posts 
are operating to a large extent as propaganda centers. The 
keyman is usually a “cultural” or “press” attaché who feeds 
out German propaganda to local newspapers and to anyone 
else who will accept it. Take, for example, the case of Arthur 
Dietrich, German press attaché in Mexico City. Dietrich’s 
propaganda activities became so brazen that the Mexican gov- 
ernment requested his dismissal in the late spring of 1940. 
Apparently, German legations and embassies in many Latin 
American cities are making unfair use of their diplomatic mail 
privileges to import vast quantities of Nazi propaganda. 


THE ITALIANS IN LATIN AMERICA 

So much for the Germans. The Italians are also feared and 
distrusted in Latin America, although it is generally recognized 
that Mussolini is a serious menace to the Hemisphere only 
because of his partnership with Hitler. There are an enormous 
number of people of Italian extraction in Latin America, par- 
ticularly in Argentina, where almost one out of every three 
persons has Italian blood in his veins. One very important dif- 
ference should be noted, however, between the Italian settlers 
and the Germans. The Italians become assimilated very easily. 
Being Latins themselves, they mix readily with the people of 
Spanish and Portuguese stock, and soon it is hard to distin- 
guish them from the rest of the population. 


JAPANESE PENETRATION 
There are other possible allies of Hitler. Japan comes first to 
mind. Considerable numbers of Japanese have settled in parts 
of Latin America, notably in Brazil and Peru. In Brazil, Jap- 
anese colonization has been looked on with favor by certain 
important groups, notably by the coffee-planters of Sio Paulo 
who are interested in getting efficient labor at cheap rates. 
Brazil as a whole, however, seems opposed to further Japanese 
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immigration, and most of the Japanese who enter that country 
today are trickling across the frontier illegally from other 
Latin American republics. 

In Peru, the Japanese are very successful small farmers and 
small merchants. A serious anti-Japanese riot took place in 
the spring of 1940, but it was caused less by political forces 
than by economic: the Peruvian merchants resented Japanese 
competition. As in the United States, so in Latin America, the 
Japanese problem is viewed with particular alarm on the West 
Coast. Meanwhile, Japan has launched a determined drive to 
step into some of the Latin American markets that Europe has 
lost as a result of the war. 


THE INFLUENCE OF SPAIN 
Because of racial and cultural ties Spain, too, has a definite 
influence in Latin America. During the recent Spanish Civil 
War, Latin America was a house divided against itself. In gen- 
eral, the propertied classes and devout Catholics backed Franco; 
labor groups and leftist intellectuals upheld the Republic. 

In Nationalist Spain there is much loose talk about winning 
back the empire, although most Spaniards seem uncertain as 
to whether this is to be a physical or merely a spiritual con- 
quest. The Spanish Phalanx, which is one of the important 
groups behind the present government in Madrid, has branches, 
legal or illegal, in various Latin American countries. The real 
danger the Phalanx represents is that an organization of this 
sort could easily function as an instrument of pro-German 
propaganda. If Franco were openly to join Germany and 
Italy in making war, all of Spain’s cultural contacts with Latin 
America would be placed at the service of the Axis powers. 
Since, moreover, there is a strong connection between the 
Spanish government and the Catholic Church, an open alliance 
between Madrid and Berlin might draw a considerable part 
of the Latin American clergy to the side of the totalitarians. 
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NATIVE FIFTH COLUMNISTS 

So far, we have confined our discussion to various foreign 
influences active in Latin America. It must be remembered, 
however, that certain Latin Americans themselves are good 
material for totalitarian propaganda and Fifth Column plots. 
Various groups in the southern republics have been influenced 
by Fascist teachings. The largest single group of this sort, 
the Brazilian Integralistas, were dissolved in the winter of 
1937-38 by President Vargas. In other countries, however, 
there are smaller groups with Fascist characteristics. The Popu- 
lar Socialist Vanguard in Chile (formerly the Nacistas) is an 
example. 

Most people are inclined to follow the fashion in politics, 
just as they do in their hats and coats. The collapse of the 
democratic governments on the European continent, and the 
extraordinary success of the dictatorships, has encouraged 
every little two-by-four Fascist group in Latin America. It 
has also turned the head of every would-be Fuehrer or Duce 
from the Rio Grande to Patagonia. 

Finally, there is the danger that certain existing govern- 
ments in Latin America may be influenced by Fascist success 
in Europe. Dictatorships are nothing new among our southern 
neighbors. In some countries, they have always been the rule 
rather than the exception. They have usually, however, been 
of a peculiarly Latin American type, which has little in com- 
mon with the European variety. Now, however, it is to be 
feared that certain Latin American “strong men” may “stream- 
line” their governments to bring them into line with the new, 
fashionable and very successful 1940 model of totalitarian 
dictatorship. 

THE ROLE OF THE COMMUNISTS 
In our consideration of Fifth Column activities, we must not 
overlook the role of the Communists. Traditionally, in Latin 
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America as elsewhere, Nazis and Communists have been bitter 
enemies. Then came the Hitler-Stalin pact, and the rapproche- 
ment between Moscow and Berlin. Overnight, the attitude of 
the Latin American Communists changed. Either they con- 
demned the European war altogether as a conflict between 
two imperialist groups, or they openly sided with the Nazis. 
In certain republics, the Nazis and the Communists were said 
‘to be cooperating. No one can tell what policy the Latin 
American Communists will adopt in the long run, because no 
one can predict what course Russia herself is going to follow. 
The Communists in our American republics are therefore an 
unpredictable quantity, but cannot be ignored as a possible 
Fifth Column element. 

Fortunately, Communist influence is limited. In Chile and 
Mexico, Communists play an important role politically, for 
in both countries they have backed the government; in Cuba, 
they have been “used” by Colonel Batista in his march to the 
presidency, In several of the other Latin American countries, 
the Communists have a legal status. In most of Latin America, 
however, the Communist Party is officially outlawed, and in 
many cases the men and groups that are labelled “Communist” 
have no connection with Moscow. 


THE FIFTH COLUMN IN URUGUAY 
All of these factors are matters of common knowledge to the 
statesmen of the Americas. Recently, moreover, there have 
been actual illustrations of Fifth Columns at work. About a 
month before the Havana Conference convened, an investi- 


gating committee of the Uruguayan Congress found apparent 
evidence of a German plot to take over that republic and 


make it an agricultural colony of the Reich. For several weeks, 
Uruguay was a matter of considerable worry to a good many 
foreign governments. We now know that Brazil came to 
Uruguay’s aid by supplying a number of rifles which might 
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have been used, if needed, by Uruguayan volunteers. The 
United States sent two cruisers, the Quincy and the Wichita, 
to Montevideo, to stiffen the morale of the local government. 
Moreover, acting on the orders of the State Department in 
Washington, the United States Minister in Uruguay, Edwin 
C. Wilson, declared that the United States was pr to 
cooperate with the other American governments in crushing 
all activities from non-American sources which tended to 
endanger the political or economic freedom of the Americas. 

Meanwhile, however, the Germans themselves were busily 
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applying diplomatic pressure. After reshuffling the leaders of 
the local German groups, they managed to secure the release 
of twelve Germans who had been arrested on charges of sub- 
versive activity. Through fear of future German reprisals, the 
Uruguayan Congress voted down a motion to circulate the 
findings of the investigating committee among the other Latin 
American republics. 


HAVANA RESOLUTIONS ON THE FIFTH COLUMN — 

The statesmen who met at Havana had this Uruguayan case 
in mind, as well as other accumulated proof of Fifth Column 
intrigue throughout the continent.) In the first place, they 
resolved to prevent “political activities of foreign diplomatic 
or consular agents . . . which may endanger the peace and 
the democratic tradition of America.” \In other words, the 
American republics would no longer permit Germany, or any 
other country, to use her diplomatic posts as propaganda cen- 
ters. Each republic-the Havana delegates further decided— 
should take steps to prevent subversive doctrines from crossing 
its borders and reaching a neighbor state.) Moreover, each 
American government was to take all nec measures for 
combating any activity directed from abroad against its own 
domestic institutions. If the emergency were great, if the inter- 
nal peace of one republic were threatened, the other American 
republics would meet in consultation, pravided that the country 
chiefly concerned wanted conto fi this resolution had 
been in effect during the investigations in Uruguay, and if the 
Uruguayan government had chosen to take advantage of it, 
a meeting might have been held at that very time. This same 
resolution provided, incidentally, for circulating among all the 
republics information dealing with subversive activities in any 
one of them. 

The resolutions of the Havana Conference provide moral 
support for any Latin American republic that seriously intends 
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to combat foreign propaganda. The practical effect of these 
resolutions, however, depends largely on other factors—most 
of all on whether or not a given Latin American country feels 
that it will get actual, physical aid in a pinch. Effective mea- 
sures against Fifth Column intrigue, like so many other planks 
in the Pan-American program, really depend on the ability 
and willingness of the stronger American republics—and, first 
and foremost, the United States, the strongest of all—to supply 
military aid. 

Adequate military preparation is not, of course, the only 
solution for the basic problems of Hemisphere defense. It is 
obvious that many important factors—economic, political, cul- 
tural—are involved. In the present disturbed state of the world, 
however, military and naval defense is an essential element in 
the Pan-American picture. What has been done about that? 


MILITARY PRECAUTIONS 

Military defense was not on the agenda at Havana. It was con- 
sidered a specialized problem, to be worked out by military, 
naval and air experts meeting in private session. Nevertheless, 
one resolution approved at Havana clearly pointed the way 
toward further action. At the suggestion of Venezuela, the 
delegates declared that aggression against one American repub- 
lic should be considered aggression against all, and that con- 
sultation would then be in order. Moreover—and this is the 
important point—the resolution stated that the American 
republics should enter into complementary agreements to 
ensure cooperation in defense. In other words, this resolution 
called for more or less the same sort of arrangement which the 
United States and Canada later decided to work out. 

A series of important developments on the Pan-American 
defense front followed on the Havana Conference. We have 
already mentioned the acquisition of naval and air bases from 
Britain and the opening of staff talks with Canada. In late 
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August, General George C. Marshall, Chief of Staff of the 
United States Army, announced that he had invited the Chiefs 
of Staff of the Latin American republics to visit this country 
in October. Moreover, about the same time American military 
men were sent to Central America, with an eye to linking up 
defense preparations, while the United States strengthened and 
extended its permanent military and naval missions in South 
America. In the past, most Latin American republics turned 
to Europe for their military missions, In recent years, however, 
more and more of Uncle Sam’s officers have been summoned 
to Latin America, often replacing European missions. 

A military or naval or air mission can be a more important 
agency than one would think. Often it leads to purchase of 
equipment from the country that supplies the mission. Some- 
times arrangements follow for Latin American officers or stu- 
dents to take trips to that country. The psychology of the 
entire military caste of a Latin mngreoneen republic can be 
moulded by such contacts. 

Inevitably the United States is the keystone of Hemisphere 
defense. Everything that we do to strengthen ourselves will 
be closely watched by our southern neighbors. Our rearma- 
ment appropriations were followed with keen interest in Latin 
America. Similar programs—on a considerably smaller scale— 
were launched in countries like Argentina and Chile. Since 
facilities for the manufacture of arms, munitions, ships, and 
planes are almost non-existent in Latin America, the United 
States will probably have to provide most of these facilities. 
Our government now has Congressional authority to do so. 
There is still considerable doubt as to how far we can satisfy 
our own requirements, to say nothing of Latin American 
needs. Nevertheless, in Latin American eyes the fact that 
public sentiment in the United States appears to be so com- 
pletely behind an adequate program of Hemisphere defense 
is a healthy sign. 
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V. Defense on the Economic Front 


Economic affairs were less in the headlines at Havana than 
political problems. The United States delegation, however, had 
brought a number of trained economists to the Conference, 
and one of the three subcommittees devoted its entire atten- 
tion to matters of economic cooperation. To serious students 
of inter-American affairs, the economic problems which had 
been raised by developments in Europe seemed quite as vital 
as the political. 

By the time that the Conference assembled, Germany was 
virtual mistress of the European continent. It was feared that, 
if the Nazis should extend this conquest to the British Isles, 
they would bring under their control a bloc of countries pos- 
sessing not only tremendous political and military might, but 
vast economic resources. The masters of such a bloc could 
exert enormous pressure, either by promising economic favors 
to the people of other regions, or by threatening to withhold 
such favors. Later on we shall examine the full implications 
of such a situation. Meanwhile, a few preliminary words on 
recent developments in the inter-American economic field. 


EARLY ECONOMIC COLLABORATION 
From the very beginning, economic matters have played an 
important role in Pan-Americanism. James G. Blaine, the 
American Secretary of State who started the series of periodic 
conferences, was interested chiefly in promoting north-south 
trade in the Americas. The agenda of the first Conference, 
held in 1889, even included a suggestion for a Pan-American 
Customs Union. Nothing came of this particular proposal. 
Since then, however, considerable progress has been made in 
collecting and exchanging commercial and financial informa- 
tion. Uniform action on such matters as classification of mer- 
chandise, improvement of port and customs procedure and so 
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on, has been encouraged. Moreover, attention has been given 
to improving inter-American transportation facilities, first, 
through the Pan-American Railway (which never really got 
out of the blueprint stage) and, later, through the Pan-Ameri- 
can Highway. 

- As far as the average North American is concerned, the 
emphasis has always been on selling to Latin America, rather 
than on buying from the Latin American republics. This is 
a natural attitude for any country to take. Gradually, how- 
ever, our businessmen have come to realize that Latin Ameri- 
cans can buy from us only when they have the wherewithal 
to do so. Our ability to sell to them depends to a large extent 
on our willingness to purchase their products. Unfortunately, 
this country is unable to absorb all of Latin America’s exports. 


LATIN AMERICA’S MARKET IN THE U. S. 

If we examine our economic relations with the individual 
republics of Latin America, we shall find that as we go from 
north to south, the degree of economic interdependence 
becomes progressively less. The United States provides the 
chief market for the Caribbean countries. We can see this 
clearly if we lump together Mexico, the Central American 
lands, the three island republics of the Caribbean (Haiti, the 
Dominican Republic, and Cuba) and Colombia and Venezuela 
and look at their export trade. In the year 1937, the United 
States took 49 per cent of the exports of this group (see 
map opposite). It took over 90 per cent of Panama’s exports, 
80 per cent of Cuba’s, and 56 per cent of Mexico’s. In the case 
of Venezuela, it took only 13.7 per cent directly, but a large 
indirect trade came to this country via the Dutch West Indies, 
and in any case, United States interests control a large part of 
Venezuela’s chief export, petroleum. — 

If we bracket together the remaining eight republics of 
South America (all of them, that rere except Colombia and 
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Venezuela) we find quite a different situation. Though this 
area accounts for about three-fifths of total Latin American 
exports, our economic tie-up with this bloc of countries is 
much less close. In 1937, the United States took slightly more 
than one-third of Brazil’s exports, mostly coffee. We absorbed 
less than one-quarter, however, of the exports of the western 
republics—Bolivia, Chile, Ecuador and Peru. Our relationship 
with the southeastern bloc was even more remote. We took 
14.1 per cent of Uruguay’s exports, 12.8 per cent of Argen- 
tina’s and only 7.8 per cent of Paraguay’s. 

The explanation is, of course, that the United States is a 
good customer for tropical agricultural products, but a poor 
customer—or no customer at all—for a number of important 
temperate zone commodities which compete with our own. 
In 1938, we took 57 per cent of Latin America’s coffee, 67 per 
cent of her cacao, 72 per cent of her sugar, 79 per cent of her 
bananas. But we took only & per cent of her wool, 5 per cent 
of her meats, no wheat or corn at all, and only 4 per cent of 
her other cereals. 


LATIN AMERICA'S EXPORTS 
TO THE U.S. AND EUROPE 
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THE FREE TRADE IDEAL 
In a world where commerce was allowed to function on a free 
trade basis, this matter would not be serious. Argentina would 
sell meat and cereals to Europe. With the proceeds, she would 
buy goods from the United States. The United States, in 
turn, would buy what she needed from Europe, thus com- 
pleting the circle. Such a system has never of course func- 
tioned perfectly, and in all probability never will. Nevertheless, 
many statesmen believe that, in a world at peace, such a lib- 
eral arrangement would work out to the best interests of man- 
kind, and that on such a basis a gradual lowering of tariff bar- 
riers would be possible all around. Our own Secretary of 
State, Mr. Hull, has always taken this viewpoint. It has been, 
in fact, the principle behind the Hull trade policy. Since 1934, 
the State Department has negotiated a number of reciprocal 
trade agreements. These are intended, through mutual con- 
cessions, to remove the obstacles to international trade. Recip- 
rocal agreements are in effect with eleven of the twenty Latin 


American republics. 


TWO-WAY TRADE 
Unfortunately, the world trend has been away from liberal 
trade principles. The aggressive European dictatorships have 
introduced novel practices in trade, as they have in other 
spheres, Germany, for example, being short of gold and inter- 
national exchange, established a system of “compensated,” or 
Aski, marks and barter trade, which she used extensively in 
Latin America. Instead of paying for, say, Brazilian coffee 
with international currency, she paid in Aski marks, These 
had no internationa! value, but with them the Brazilians could 
buy German goods if they wanted them. The barter principle 
was even more restrictive. When, for example, Mexico found 
it difficult to dispose of her petroleum in the years preceding 
the Second World War, Germany offered to take it in 
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exchange for machinery, Italy in exchange for rayon. Many 
Latin American countries were so dependent on the German 
market that they had no choice but to accept these methods 
of trading. By using them, along with more orthodox prin- 
ciples, Germany won an ever gréater share of the Latin 
American market. Most of this gain, it is true, was made at 
the expense, not of the United States, but of Great Britain. 


EUROPE 


‘AT WAR 

DO NOT 
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When war finally broke out, in September 1939, German 
trade was abruptly cut off. Subsequently, and particularly 
after the fall of France, Germans in South America boasted 
that they would be back in the market, stronger than ever, 
as soon as England had been disposed of. For the time being, 
however, German trade was out of the picture. 


THE PRQBLEM OF LATIN AMERICAN SURPLUSES 


With German competition removed, a new market was opened 
up to us. An investigation conducted by our Consulate Gen- 
eral in Buenos Aires showed, for example, that U. S. manu- 
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facturers could supply practically all the articles which Argen- 
tina had previously imported from Germany. The situation 
was the same in other Latin American countries. Unfortunately 
the United States was not in a position to take full advantage 
of this opening. Where were the Latin American countries to 
get the money to buy with? The loss of their German market 
was, in itself, a serious matter. Then, as Norway and Denmark, - 
Belgium and Holland went under, more and more European 
markets were put beyond their reach. Goods which had pre- 
viously gone to Hamburg, Copenhagen, or Rotterdam began 


_ piling up in alarming amounts. The United States could not, 


on the basis of its normal consumption, take up the entire slack. 
The problem of Latin American surpluses became a major 
issue of inter-American statesmanship, and a source of serious 
anxiety in Washington. 

We were not disturbed simply because our ability to sell 
was restricted by Latin America’s inability to buy. The piling 
up of huge surpluses in Latin America brought with it the 
threat of serious economic, social and political trouble in the 
southern republics. For these countries, the problem is far 
more serious than a similar problem would be for us. The 
United States has a wide range and variety of products. It has 
a large internal market, and sells abroad only about 8 per cent 
of what it produces. In the case of Latin America, on the 
other hand, foreign sales account for over a third of domestic 
production. Most of our southern neighbors, furthermore, 
have built their whole economy around two or three staple 
commodities. They are, therefore, vitally dependent on the 
marketing abroad of a few major products. When these sales 
are cut off, the whole nation is subjected to a severe strain. At 
the end of the first year of war, for example, Argentina had 
an accumulated corn surplus of alarming size. The entire eco- 
nomic and political structure of that country was thereby 
affected. 
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To many farsighted statesmen of the American republics, 
an even greater danger loomed in the background. Suppose 
that Germany conquered England. By that time, probably, 
Latin America’s surplus problem would have grown so des- 
perate that her citizens would accept almost any offer for 
their products. A Germany victorious over England would 
be in a position to speak for all of Europe. Normally Europe 
imports more than half of Latin America’s goods, whereas 
the United States takes only about a third. How could we 
reasonably expect to keep Europe out of the market? 

Under normal circumstances, of course, there would be no 
reason why we should try to keep Europe out. Let Latin 
America sell her products wherever she can and good luck 
to her. Unfortunately, a Europe dominated by Nazi Germany 
is a very different proposition from a Europe composed of 
separate and independent countries. Experience has shown, as 
in the Balkans, that economic domination by Berlin leads to 
political ties, If Germany is in a position to offer trade favors 
to Latin America, she will take her pound of flesh. Sooner or 
later, she will demand political or military concessions. Many 
experts believe that, if Germany beats England, the real Nazi 
penetration of Latin America will come not directly in mili- 
tary or political form, but by an economic campaign, prepar- 
ing the way for other forms of conquest. 


THE “CARTEL” IDEA 

It was reasoning of this sort that led to the launching of the 
so-called “Cartel” idea. About the middle of June 1940 there 
was talk of forming a new inter-American organization to 
grapple with the surplus problem. This organization received 
various names, “Cartel,” “Pan-American Sales Agency,” “Inter- 
American Commodity Corporation” and so forth. 

According to one version, this would be an inter-American 
body, in which the surplus products of all the Americas would 


45 


: 
. (4 
{ 
| 
5 
it 
q 
4 
q 
| 
i 
q 
4 
4 
4 


be pooled, and sold through a joint agency. According to 
another, the United States would bear the entire financial 
burden. The United States government would buy up the sur- 
pluses of all the republics and dispose of them on the best 
possible terms. Sums ranging from one billion to two billion 
dollars were mentioned as the minimum amount of capital 
necessary. The idea was to keep Nazi Germany from 
approaching the Latin American countries individually, and 
thus securing unfair advantages. If Germany wanted the prod- 
ucts of this Hemisphere, she could have them. But the Ger- 
mans would have to deal through a single central ‘agency. If 
the surpluses which we bought could not be resold imme- 
diately, they would be stored. If storing was not practicable, 
they would be destroyed. The loss would be cheerfully 
accepted as a necessary sacrifice in the greater interests of 
Hemisphere defense. 

However logical the idea behind it may be, certain practical 
obstacles are apparent in this scheme. For one thing, even in 
the most favorable circumstances, the expense involved would 
be enormous. In addition, such a cartel would be likely to get 
out of hand. If Latin American producers found that we were 
automatically buying up their surpluses, what would prevent 
them from increasing production each year, thus progressively 
stepping up the expense of the cartel? 

The only way to prevent such a development would be 
some form of severe regimentation in all of the twenty-one 
of the American republics, including our own. Newspaper 
editors pointed out, when this suggestion was made, that strict 
crop control had not been a complete success in our own 
country. How could we risk extending it then to other parts 
of the Hemisphere, where we could exercise, at best, only a 
very indirect sort of supervision? It was officially stated that 
surplus crops would not be brought physically to the United 
States, but merely bought up and stored in the countries of 
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origin. None the less, American farmers, fearful of competi- 
tion, might be expected to oppose the scheme, What is more, 


_many of the Latin Americans themselves were skeptical of, or 
‘even hostile to, the idea. Suppose we did buy up their crops. 


Suppose that afterwards, perhaps through a change of admin- 
istration, or merely a change of policy, we lost interest. If we 
should then dump all those crops on the world market, prices 
would collapse. Many Latin Americans suggested that, instead 


of an ambitious experiment in surplus control, they would 


prefer a lowering of United States tariffs. 


ECONOMIC DEFENSE AT HAVANA 
Whatever the reasons, the fact is that the cartel idea as such 
was shelved immediately before the Havana Conference, 
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Events, however, may yet force us to adopt some such far- 
reaching action, despite the huge cost. When Secretary Hull 
addressed the delegates in the Cuban Capitolio, he listed several 
essential points in Pan-American economic action. One of these 
was the creation of facilities for the “temporary handling and 
orderly marketing” of surpluses of those commodities most 
vital to the American republics. The basic idea of surplus con- 
trol, therefore, remained. But the control was to be temporary 
in nature, and to be undertaken “whenever such action be- 
comes necessary.” Rather, then, than establish an elaborate 
board authorized to buy up all surpluses on a regular routine 
schedule, the Havana plan was to consider ways of extending 
limited help in marketing a specific surplus of a specific coun- 
try at a specific time. 

The resolution on economic cooperation which was finally 
adopted at Havana was in general terms. The delegates started 
out by reaffirming their faith in liberal trade methods. They 
were willing to trade with the entire world on the basis of 
these principles as soon as other countries were ready to do so. 
Then the resolution proceeded to dump a number of specific 
problems on the doorstep of the Inter-American Financial and 
Economic Advisory Committee in Washington. This Commit- 
tee (which sprang, as you will recall, from the Panama Confer- 


| ence) was to be strengthened and expanded. It could organize 


| sub-committees, if desirable, which would sit in different places. 
\The Committee was to encourage inter-American trade, and 
\could “create instruments of inter-American cooperation for 
temporary storing, financing and handling” of surplus com- 
rod It was also to establish organizations for distributing 
me, at least, of these surplus products for relief or humani- 
Finally, the resolution urged the American republics to co- 
operate with the Inter-American Development Commission, 
and referred to the possibility of aid from the Inter-American 
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Bank. Both the Development Commission and the Bank 
emerged from the early meetings of the Inter-American Finan- 
cial Committee. 


THE INTER-AMERICAN DEVELOPMENT COMMISSION 
The Development Commission is based on what was once 
known in Washington as the “Davila Plan.” It was so nick- 
named because Carlos Davila, an ex-president of Chile and at 
one time Chile’s representative on the Financial Committee, 
had presented the memorandum which outlines the scheme. 
Roughly, the plan is to encourage new lines of production in 
Latin America which are likely to find a market in the United 
States or elsewhere. However, this will be done, in each case, 
by a joint capital investment in which at least two American 
republics participate. The Development Commission, itself, 
includes both Latin Americans and North Americans. 

The Commission decided to start out modestly with only 
two projects. A model plant for processing mandioca (the root 
of which contains starch) was to be built in Brazil, probably 
in the State of Sao Paulo. In addition, facilities were to be estab- 
lished for producing handicraft retail goods in Latin America— 
handmade gloves, sweaters, embroideries, costume jewelry, and 
so forth. These handicraft goods do not compete with Ameri- 
can machine-made products. Formerly, we imported them 
from Europe for sale in our department stores. The retail 
handicraft idea was to be tried out first in Argentina, Brazil, 
Chile, Peru, Guatemala, and Mexico. The experience gained 
in this experiment—as well as in the mandioca plant—was to 
be used in launching further enterprises later on. 

THE INTER-AMERICAN BANK 
The Inter-American Bank has great potential importance. It 
was created on May 10, 1940, when eight countries (Bolivia, 
Colombia, Dominican Republic, Ecuador, Mexico, Nicaragua, 
49 
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Paraguay and the United States) signed the Bank’s Convention. 
Three days later, Brazil also signed. Before the Convention 
can come into effect it must be ratified by the legislative 
bodies of these countries. It was decided, however, that the 
Bank itself would actually be set up as soon as five countries, 
representing 145 shares of stock, had ratified. Each share of 
stock is worth $100,000, and each republic was assigned a 
minimum number of shares which it had to buy if it wanted 
to join. The size of this minimum number varied from one 
group of countries to another, depending on the size of each 
republic’s foreign trade in 1938. The Bank was given extensive 
powers. It could make long and short-term loans, buy and sell 
government bonds, deal in precious metals, underwrite gov- 
ernment loans, and so forth. 

The Development Commission and the Bank have one 
important feature in common: both emphasize the joint use 
of Latin American and North American capital. In other words, 
this is an application, in the economic sphere, of the “collec- 
tive” principle which we saw illustrated in recent inter-Ameri- 
can political action. Some opponents of the Bank have argued 
that, in actual practice, the United States will be doing all the 
lending, Latin America all the borrowing. This is partly true 
perhaps. Nevertheless, even if we are still to be the creditor 
nation, Latin America the debtor, the psychological character 
of the deal will be different because of its inter-American 
aspect. It is quite possible, moreover, that a certain amount 
of Latin American capital (previously on deposit in Paris, 
London, or New York) will be drawn back into the field of 
Latin American investment, if the new arrangement seems to 
offer adequate guarantees. 


THE MERITS OF JOINT ACTION 
If Latin American capital is used alongside of North American 
funds in business enterprises in this Hemisphere, the arrange- 
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ment may save our statesmen some sleepless nights. Where 
our capital alone is used, we are put in a difficult position when 
it comes to defending our investments. Take the Mexican case. 
The expropriation in March 1938 of oil wells belonging to 
interests in the United States and Great Britain left our State 
Department with a hard choice to make, If we took too weak 
a stand, we lost prestige with our southern neighbors; if we 
adopted too strong an attitude, we lost sympathy. Suppose, 
however, that Argentine, Chilean, and Mexican capital had 
also been invested in those wells. Then the whole matter might 
possibly have been settled within the Pan-American family 
of nations, It would not look to the outside world as though 
one strong nation—the United States—were imposing an arbi- 
trary settlement on a weak neighbor. 

While the Havana Conference was in session, a report came 
through from Washington which roused great interest among 
the delegates. As part of the program of Hemisphere defense, 
the lending facilities of the United States were apparently to 
be expanded. This brings us up against the question of United 
States loans and Latin America in general. 


U. S. LOANS TO LATIN AMERICA 

The man who makes a business loan usually does so for a good 
business reason: eventually he gets the original sum back, and 
meanwhile he collects an additional amount every year in the 
form of interest. Generally speaking, the United States is a 
region with a large accumulation of capital; Latin America an 
area with very limited funds, and many enterprises for which — 
capital is needed. It should be possible therefore to work out 
some arrangement which would be mutually profitable, 

Unfortunately, however, many of our earlier loans to Latin 
America were extremely haphazard. Often the money went 
for ventures that had no productive character—elaborate build- 
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ings, for example, that merely satisfied the vanity of the gov- 
ernment that happened to be in power in the country con- 
cerned. Frequently a large part of the money went into the 
pockets of local politicians, in the form of graft of one sort 
or another. Add to this the periodic depressions that are espe- 
cially severe in countries depending almost solely on one or 
two raw material crops, and you have the reason why so many 
Latin American nations went into default, at one time or 
another, on the money they had borrowed. (We are speak- 
ing of actual loans here, not of direct investments—many of the 
latter have been very profitable.) 

In recent years, the United States has tried to be a little 
more hardheaded in its loans to Latin America. We have 
tried to arrange our loans in such a way that American manu- 
facturers and exporters would benefit. We have tried to make 
certain, as far as is humanly possible, that none of our money 
would be snapped up by grafting local politicians. And—most 

t of all—we have tried to confine our loans to enter- 
prises that would permanently strengthen the productive 
capacity of the Latin American countries. This is on the theory 
that the stronger the economic structures of these countries, 
the greater the possibilities for mutually profitable trade. 

It is obvious that in times such as the present, with Latin 
America in crying need of military equipment, some of our 
loans must inevitably go for Latin American purchases of 
armaments. It would be a mistaken policy, however, to divert 
all of our available funds to such use. By helping to build 
up top-heavy military establishments in the southern republics, 
we should not necessarily be gaining their friendship, and 
we should certainly be doing nothing to strengthen their 
economy. Emphasis on increasing productive capacity remains, 
therefore, the backbone of our new lending policy. 
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THE EXPORT-IMPORT BANK 
This policy is closely associated with the activities of the Ex- 
port-Import Bank, which is a semi-governmental agency. The 
Bank does not usually deal directly with the Latin American 
countries. It undertakes, however, in specific cases, to finance 
American firms which provide goods or services for Latin 
America. On one occasion, for example, the Bank agreed to 
advance a certain sum to an American construction company 
which had made a contract with the Paraguayan government to 
build a highway between the capital, Asuncién, and Para- 
guay’s second city, Villa Rica. In like manner, the Bank sup- 
plied capital to an American firm which is building a system 
of “farm-to-market” roads in Haiti, and doing other useful 
work in that republic. The Bank also financed, indirectly, 
Brazilian purchases of railroad equipment and similar goods 
from the United States. In late spring and early summer, 1940, 
important credits were extended to Chile, Colombia and Argen- 
tina. Though the Bank did not confine its loans to Latin 
America, a constantly increasing proportion of its contacts 
were with this part of the world. 

The news from Washington which so intrigued the dele- 
gates at Havana was this: the United States Government had 
asked Congress for authorization to increase the capital of the 
Export-Import Bank from $200,000,000 to $700,000,000. The 
object was “to assist in the development of the resources, the 
stabilization of the economies, and the orderly marketing of 
the products of the countries of the Western Hemisphere.” | 
All limitations on the amount which could be loaned to any 
one country were removed. In September 1940, Congress 
approved this request. 
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Vi. The Long View 


We should remember that many of the important decisions 
which statesmen of the American republics have made in 
recent months are emergency decisions. Moreover, our coun- 
tries have been willing to cooperate as fully as they have only 
because of the grave crisis through which we are all passing. 

These special circumstances will not necessarily continue to 
exist. If and when the emergency disappears, apathy, indiffer- 
ence, and even hostility may once more become the charac- 
teristic traits of inter-American relationships. This would be 
extremely unfortunate. Not only has inter-Americanism a defi- 
nite peacetime role to play, but a highly developed inter-Amer- 
icanism would be our best possible protection against a recur- 
rence of the present danger. At the present time, the world 
seems moving toward a political and economic organization 
on the basis of large regional areas. Such an organization may 
well be the next step in international development, no matter 
what the outcome of the current war. 

We shall therefore conclude this book with a very brief dis- 
cussion of a long-range program for United States cooperation 
with Latin America. Such a program would include (a) closer 
coordinating of economic systems, (b) strengthening of politi- 
cal ties, (c) closer cultural contacts, and (d) clarifying of our 
general policy. 


ECONOMIC COOPERATION 
In the last chapter we mentioned several ways in which our 
economic relationships can be improved. But the buying-up of 
Latin American surpluses is not a definitive cure, it is only an 
emergency measure. In the long run, it would be advisable to 
aim at a permanent ership of the different American 
economies on a basis that would improve living standards and 
be beneficial to all the peoples concerned. Extensive use of the 
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LATIN AMERICAN EXPORTS THE U.S.CAN BUY 


UPPER GAR OF EACH PAIR R 
TOTAL LATIN AMERICAN EXPORTS, 
LOWER BAR TOTAL U.S. IMPORTS -1938 


LATIN AMERICAN EXPORTS 
TO U.S. 


LATIN AMERICAN EXPORTS 
TO OTHER COUNTRIES 


U.S. IMPORTS FROM 
OTHER COUNTRIES 


Development Commission should make it possible to build up 
small industries in Latin America which would not be in com- 
petition with our own, but which would give Latin Americans 
an additional source of income and thus bolster inter-Ameri- 
can trade. As a means of keeping our inter-American economy 
well lubricated, the Inter-American Bank also has significant 
possibilities. 

There are certain Latin American products which the U. S. 
could buy in larger quantities than it does at present. The chart 
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on page 55 shows that we do not get all our imports of sugar, 
cacao, nuts, waxes and oils, hides and skins, or even coffee from 
Latin America. In the case of sugar, we have definite commit- 
ments to the Philippines. But we could provide an enlarged 
market for the rest by shifting our purchases from European, 
African, or Asiatic sources. 

In the case of many such commodities, Latin American 
production is not at present sufficient to supply the entire 
United States market. Production of some of them—manganese, 
for instance—could be speeded up, however. This important 
mineral, which is found in both Brazil and Cuba, is essential 
to the production of steel. It is one of the fourteen commodities 
which the Army and Navy Munitions Board lists as “strategic 


materials. 


- STRATEGIC MATERIALS 
Where strategic commodities are concerned, there is a double 
reason why the United States should encourage Latin Amer- 
ican production. In the first place, we thereby aid their 
economy and increase their ability to buy from us. In the 
second place—and this is even more important—we make this 
Hemisphere more nearly self-sufficient in materials which are 
vital to our defense. Right now, for instance, an extensive war 
in the Far East would cut off our supplies of tin (also a stra- 
tegic material). Most of our supply of this metal we import 
from the Dutch East Indies and British Malaya. Bolivian tin is 
not sufficient to cover our entire demand, but if smelters were 
established in this country to process the Bolivian ore, we 
should be far less dependent on other sources. Tin smelters 
were built in the United States during the First World War, 
but went out of operation when the war ended. Plans are 
now on foot to build new ones. 

Rubber is another of the strategic materials. It is also one 


of the so-called “non-competitive tropical agricultural prod- 
56 


bit 
| 
i 


ucts,” which we could buy without injuring the interests of 
our own farmers. Rubber is native to Latin America, but the 
New World ceased to be an important supplier when compe- 
tition from the scientifically run, coolie-labor plantations of 
the East became too strong. Now scientific methods of grow- 
ing rubber are being brought to this Hemisphere. Some years 
ago Henry Ford established a plantation in Brazil, and planta- 
tions have also been started by American firms in Central 
America. Rubber is a slow product to develop, and it will be 
many years before the combined production of all our south- 
ern neighbors comes anywhere near to filling our own need. 


TRANSPORTATION 
To a large extent, trade depends on transportation facilities. 
The United States government is much concerned with en- 
couraging the development of communications, both within 
the individual Latin American republics (thus making local 
products available to the outside world), and between the vari- 
ous countries. The most ambitious project now on foot is the 
Pan-American Highway, large sections of which have already 
been completed. The Havana Conference gave the Highway a 
new boost. It urged that the Pan-American Highway Financial 
Commission work out a realistic plan for distributing costs 
among the various countries, It also recommended that work be 
speeded. In present circumstances, this inter-American road 
has not only economic significance, but possible military im- 
rtance as well. 

So much for some of the most important ways in which we 
can build up a satisfactory economic relationship. It is just 
as vital that we adopt an intelligent approach to the delicate 
political problems of Pan-Americanism. 


INTER-AMERICAN ORGANIZATIONS 
The oldest, and still the most elaborate permanent inter-Amer- 


ican organization is the Pan American Union, housed in Wash- 
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The Union was set up half a century ago, as a joint 
“bureau” for the American republics, to handle the routine, 
day-to-day tasks of Pan-American cooperation. 

The Union has always been a target for hostile criticism. 
It is charged, for example, that appointments are on the basis 
of diplomatic “pull” rather than merit, that there is too much 
“dead wood” in the organization, and that the few efficient 
workers are grossly underpaid. The Union is accused of lack 
of initiative, and of having fumbled a chance to become a 
real power in inter-American affairs. Some of this criticism 
is no doubt justified. We must remember, however, that no 
body which has twenty-one masters can do much independent 
thinking. The Union was not designed for political leadership. 
To give it a political character might jeopardize those useful 
functions which it now performs. 

Some of the people who criticize the Union for its limita- 
tions think that the American nations should “go the whole 
hog” and accept some form of centralized political control. 
Both an Inter-American Court and an Inter-American League 
have been proposed from time to time. As late as the Lima 
Conference in 1938, the Colombian and Dominican repre- 
sentatives brought forward a project for a League. There was 
no great enthusiasm for the idea, and it was quietly allowed to 
drop. The American republics differ so widely in population, 
economic resources, standards of education, and political tra- 
ditions that the attempt to combine them in a League would 
meet enormous practical difficulties. The collapse of the Geneva 
system is so fresh in our minds that we should be reluctant 
to experiment once more with an organization as limited in 
authority as the League of Nations. Nevertheless, the very fact 
that we are not burdened with the elaborate machinery for 
common action under specified conditions which characterized 
the League may augur well for our future. Though we are 
probably not yet ready to give up our system of nation-states 
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in favor of a strongly centralized inter-American body exer- 
cising real control, we have shown that we can take speedy 
and decisive common action when we feel that our common 
interests are at stake. 

It is quite possible to visualize a degree of political collabora- 
tion which goes far beyond the Pan American Union, without 
venturing on to the unbroken ground of federation or associa- 
tion in a League. Barring some new and unforeseen emergency, 
it is probable that our Pan-American system will grow through 
gradual evolution. In the last few months, new Pan-American 
bodies have been created, to keep pace with a growing com- 
munity of interests. 

The Financial Committee in Washington, the Inter-Ameri- 
can Development Commission, the Inter-American Bank are 
designed to satisfy economic needs, yet at the same time they 
imply a closer political tie-up, The Neutrality Committee in 
Rio is an important cog in the development of a Pan-Ameri- 
can conception of law. When the emergency committee for 
provisional administration of European colonies meets—and 
later when the permanent committee is formed—the Ameri- 
can republics will have a new and important agency at their 
disposal. Should a “provisional administration” actually be set 
up in some territory, and should two or more American repub- 
lics be asked to collaborate in governing it, our countries will 
have gone a long way toward an eventual fusing of political 
interests. 

But alongside this gradual evolution of inter-American co- 
_ operation, we need a dynamic program of progress for the 
Hemisphere as a whole—a program that will capture the 
imaginations of the Latin American peoples and compete suc- 
cessfully with the alluring promises of Nazi and Fascist propa- 
ganda. That is one of the challenges the totalitarian states have 
flung down—a challenge the democracies must take up if they 
are to survive. 
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PEACE WITHIN THE HEMISPHERE 

Meanwhile it is important that we do not lose sight of an earlier 
objective of Pan-Americanism: the preservation of peace within 
the Hemisphere. At Havana, the Haitian representative intro- 
duced a project calling for a new five-man committee which 
would be constantly on the alert to solve disputes arising 

the different countries of the New World. This pro- 
posal was adopted, as was also a declaration for the “Main- 
tenance of Peace and Union Among the American Republics.” 
Quite obviously, a major degree of responsibility for pre- 
serving friendly relations in the New World will rest with the 
United States. Our task is a difficult one: to preserve the essen- 
tial elements of the Good Neighbor policy without allowing 
that policy to degenerate into what some critics have labeled 
“The Weak Neighbor,” or “The Easy Mark.” This job will 
require of our statesmen a difficult feat of tightrope-walking. 


TOWARD MUTUAL UNDERSTANDING 

Cultural contacts are enormously important as a groundwork 
for political and economic relationships. The bridging of such 
cultural gaps as exist between North and South America is 
necessarily slow work, but extremely important. The objec- 
tive is two-fold: to give North Americans some knowledge of 
the richness and variety of life and culture in Latin America, 
and to make Latin Americans see us as we really are, not as 
we have been painted. The reason that we are so often con- 
temptuous of Latin American civilization, and they of ours, is 
that we really know so little about each other. Not all Latin 
Americans are boastful bandits or sleek-haired gigolos; not all 

The ways in which we can improve our cultural relation- 
ships are many: by study of each other’s languages and litera- 
tures, by exchange of publications, by exchange of students 
and professors, by encouraging travel in each other’s coun- 
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tries. In the summer of 1938 the United States Government 
showed its appreciation of this important aspect of our Pan- 
American policy by establishing a Division of Cultural Rela- 
tions in the State Department. There are certain functions, 
however, which no government agency can perform, and 
which must depend on the initiative and good will of private 
individuals and private organizations. 


HOW FAR DO WE MEAN TO GO? 
Finally, we ought to clarify our general Latin American 
policy. How much of the world are our citizens prepared to 
include in their Pan-American front? And is our present Pan- 
American stand to be a permanent part of our foreign policy? 

In recent months, Latin America and Pan-Americanism 
have been very much in the forefront of the news. But most 
of us are rather hazy about the implications of our policy. 
A prominent newspaper writer suggested, not so long ago, that 
a “national debate” be held on this subject. As an alternative 
to Hemisphere defense (“hemisphere” means, of course, half 
the sphere or half the world), he suggested a program of Quar- 
ter-sphere defense. A similar thesis has been put forward by 
other able and intelligent men. 

According to the Quarter-sphere theory, we should not 
attempt to defend all of the New World. Canada, Mexico, 
Central America and the Caribbean area, yes. But we should 
draw a line somewhere on the South American continent. On 
the west, Ecuador, the Galapagos Islands, and Hawaii might 
be our southernmost limit. On the east, the line would pass 
either through the Guianas or through the “bulge” in the 
Brazilian coast. We should concentrate our defense prepara- 
tions in the area north of this line, and give up the pretense 
of defending the regions to the south. 

This theory is based on the assumption that we are incap- 
able at present of defending the southern half of South Amer- 
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ica, and that it would take too long and cost too much money 
to prepare ourselves to do so. The British Navy, rather than 
the Monroe Doctrine, has been the chief protector of South 
American independence. If Great Britain defeats Germany, 
we shall not have to worry about Hemisphere defense; if Brit- 
ain loses, there is nothing we can do to protect the southern 
republics of South America. The advocates of the Quarter- 
sphere also call attention to South America’s geographical 
proximity to Europe and the absence of close cultural ties 
between Anglo-Saxon and Latin America. They suggest that 
any argument based on our common “democracy” is absurd. 

This reasoning should not be lightly dismissed. Neverthe- 
less, the Quarter-sphere theory is open to grave objections. 
In the first place, any line which we might draw across South 
America would be arbitrary. It would be very difficult, for 
example, to include Ecuador, and exclude Peru. For one thing, 
the frontier between those two countries is still in dispute. If 
we were to wash our hands of Peru, we should sooner or 
later find a hostile government installed there, using Peru as a 
base to undermine our influence in Ecuador. By switching over 
to the Quarter-sphere, at this point in our history, we should 
not only be undoing a vast amount of painstaking work in 
building up a solid Pan-American front. We should also, as 
several writers have pointed out, be issuing an invitation to 
the European dictatorships to come and take what they wanted 
south of that line. A number of strategic commodities which 
might be useful to us—tin, tungsten, and manganese, for ex- 
ample—are located in the area we should have to abandon. 
Moreover this area includes precisely those Latin American 
states (Argentina, Chile, and Uruguay) which have the best 
natural advantages for building up and consolidating a form of 
democratic government similar to our own. 

What is more, the champions of the Quarter-sphere seem to 
have adopted an unnecessarily defeatist point of view. It is 
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obvious that we are in a much better position right now to 
defend the Caribbean than to defend Uruguay. Nevertheless, 
our whole official policy is still based on an integral defense of 
the Hemisphere, and our current military and naval prepara- 
tions have that in view. The recently concluded arrange- 
ment for leasing a naval and air base in British Guiana increases 
our ability to guard the South American coast south of the 
Guianas. Acquisition of similar facilities on the South Amer- 
ican coast proper—on a joint or reciprocal basis—would greatly 
simplify our job. 

Whether or not we agree with the prominent journalist who 
has argued the case of the Quarter-sphere, we can agree that 
the matter should be debated, and our policy clarified once 
and for all. At present, Latin Americans themselves are uncer- 
tain as to how — of the New World we mean to defend, 
in a real 

Once the sentiment of our people has been clearly expressed, 
our Pan-American policy should be taken completely out of 
politics. One reason why Latin Americans are sometimes reluc- 
tant to commit themselves in inter-American matters is that 
they fear a change of administration in Washington may mean 
a complete about-face on our part. As we noted earlier in this 
book, the Good Neighbor policy received its name during the 
Roosevelt Administration, but the groundwork was laid dur- 
ing the presidency of Herbert Hoover. In other words, both 
Republican and Democratic statesmen can claim some credit 
for it. More and more, of late, divisions of opinion on matters 
of Hemisphere policy have tended to cut across party loyal- 
ties. This is as it should be. No matter who wins our elections, 
no matter what party is in power, certain guiding lines for our 
Pan-American course of action should first be agreed upon, and 
then written into the permanent fabric of our foreign policy. 
Only thus shall we be able to assume a position of real and 
effective leadership in the affairs of this Hemisphere. 
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A NOTE ON HEADLINE BOOKS 


Challenge to the Americas is one of the For ‘ign Policy Asso- 
Ciation’s HEADLINE BooKS. The object of the series is to provide 
sufficient unbiased background information to enable readers 
to reach intelligent and independent conclusions on the impor- 
tant international problems of the day. HEADLINE. BOOKS are 
prepared under the supervision of the Departinent of Popular 
Education of the Foreign Policy Association with the coopera- 
Zz tion of the Association’s Research Staff of experts. 
to The Foreign Policy Association is a non-profit American 

| organization founded “to carry on research and educational 
activities to aid in the understanding and constructive develop- 
ment of American foreign policy.” It is an impartial research 
organization and does not seek to promote any one point 
of view toward international affairs. Such views as may be 
expressed or implied in any of its publications are those of the 
author and not of the Association. 
For further information about HEADLINE Books and the other 
publications of the Foreign Policy Association, write to the 
Department of Popular Education, Foreign Policy Associa- 
tion, 22 East 38th Street, New York, N. Y 
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